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INDEPENDENT AUDITORS' REPORT

Village Council
Village of Mattawan, Michigan

We have audited the accompanying financial statements of the governmental activities,
the business-type activities, each major fund, and the aggregate remaining fund
information of the Village of Mattawan, Michigan, as of June 30, 2004, and for the year then
ended, which collectively comprise the Village’s financial statements, as listed in the
contents. These financial statements are the responsibility of the Village's management.
Our responsibility is to express opinions on these financial statements based on our audit.

We conducted our audit in accordance with U.S. generally accepted auditing standards
and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a
test basis, evidence supporting the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial statement presentation.
We believe that our audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the respective financial position of the governmental activities, the business-
type activities, each major fund, and the aggregate remaining fund information of the
Village of Mattawan, Michigan, as of June 30, 2004, and the respective changes in financial
position and cash flows, where applicable, thereof for the year then ended in conformity
with U.S. generally accepted accounting principles.

As described in Note 12, the Village has implemented a new financial reporting model, as
required by the provisions of GASB Statement No. 34, Basic Financial Statements - and
Management’s Discussion and Analysis - for State and Local Governments, as of July 1,
2003.

In accordance with Government Auditing Standards, we have issued our report dated
December 6, 2004, on our consideration of the Village of Mattawan, Michigan’s internal
control over financial reporting and our tests of its compliance with certain provisions of
laws, regulations, contracts, grant agreements and other matters. The purpose of that report
is to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on the internal
control over financial reporting or compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards and should be considered in
assessing the results of our audit.
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Village Council
Village of Mattawan, Michigan
Page 2

The budgetary comparison information, on pages 22 through 24, is not a required part of
the basic financial statements but is supplementary information required by the
Governmental Accounting Standards Board. We have applied certain limited procedures,
which consisted principally of inquires of management regarding the methods of
measurement and presentation of the required supplementary information. However, we
did not audit the information and express no opinion on it. The Village of Mattawan,
Michigan has not presented the management’s discussion and analysis that the
Governmental Accounting Standards Board has determined is necessary to supplement,
although not required to be a part of, the financial statements.

Our audit was made for the purpose of forming opinions on the financial statements that
collectively comprise the Village of Mattawan, Michigan’s basic financial statements. The
supplementary information, as listed in the contents, is presented for purposes of
additional analysis and is not a required part of the basic financial statements of the
Village of Mattawan, Michigan. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in our opinion, is
fairly stated in all material respects in relation to the basic financial statements taken as a

whole.
%‘#«w Coretitt Ae

December 6, 2004
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Village of Mattawan
STATEMENT OF NET ASSETS
June 30, 2004

ASSETS
Current assets:
Cash
Restricted cash
Receivables (net)
Internal balances

Total current assets

Noncurrent assets:
Restricted cash
Connection fees (net)
Capital assets (net of depreciation)

Total noncurrent assets
Total assets

LIABILITIES
Current liabilities:
Accounts payable
Accrued expenses
Customer deposits
Bonds payable

Total current liabilities

Noncurrent liabilities:
Bonds payable

Total liabilities

NET ASSETS

Invested in capital assets,
net of related debt

Restricted for:
Street repairs and improvements
Debt service
Other

Unrestricted

Total net assets

See notes to the financial statements

Business-type

Governmental
activities activities Totals

$ 603258 $ '848,870 1,452,128
- 399,873 399,873
103,370 147,535 250,905

(35,302) 35,302 -
671,326 1,431,580 2,102,906
- 422,000 422,000
- 1,765,221 1,765,221
1,155,907 10,134,368 11,290,275
1,155,907 12,321,589 13,477,496
1,827,233 13,753,169 15,580,402
- 11,058 11,058
34,384 167,665 202,049
- 4,396 4,396
7,000 105,000 112,000
41,384 288,119 329,503
736,000 7,293,000 8,029,000
777,384 7,581,119 8,358,503
412,907 2,736,368 3,149,275
356,370 - 356,370
- 2,477,304 2,477,304
17,391 - 17,391
263,181 958,378 1,221,559
$ 1,049,849 $ 6,172,050 7,221,899
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Village of Mattawan
STATEMENT OF ACTIVITIES
Year ended June 30, 2004

Functions/Programs

Governmental activities:
Legislative
General government
Public safety
Public works
Community and economic

development

Culture and recreation
Interest on long-term debt

Total governmental activities
Business-type activities
Sewer
Water

Total business-type activities

Totals

Program revenues

Operating Capital
Charges for grants and grants and

Expenses services contributions  contributions
$ 5883 § - $ - $ -
202,504 8,280 - -
340,726 18,052 32,388 -

197,058 - 276,392 96,650
8,900 - - -
10,318 - - -
48,117 - - -

813,506 26,332 308,780 96,650
789,758 613,089 - -
326,956 272,618 - -
1,116,714 885,707 - -

$ 1,930,220 $ 912,039 § 308,780 % 96,650

-General revenues:
Property taxes
State shared revenue
Interest income
Miscellaneous

Total general revenues

Change in net assets
Net assets - beginning of year

Net assets - end of year




Net (expense) revenue and
changes in net assets

Governmental Business-type
activities activities Totals
$ (5,883) $ (5,883)
(194,224) (194,224)
(290,286) (290,286)
175,984 175,984
(8,900) (8,900)
(10,318) (10,318)
(48,117) (48,117)
(381,744) (381,744)
- (176,669) (176,669)
- (54,338) (54,338)
- (231,007) (231,007)
(381,744) (231,007) (612,751)
221,476 - 221,476
200,860 - 200,860
11,335 46,481 57,816
1,655 - 1,655
435,326 46,481 481,807
53,582 (184,526) (130,944)
996,267 6,356,576 7,352,843
$ 1,049,849 6,172,050 $ 7,221,899

See notes to the financial statements




Village of Mattawan
BALANCE SHEET - Governmental Funds
June 30, 2004

Nonmajor Total
Major governmental  governmental
General Street funds funds
ASSETS
Cash $ 203522 $ 139,697 $ 196,957 $ 540,176
Due from other governmental units 66,263 27,947 9,160 103,370
Total assets $ 269,785 $ 167,644 § 206,117 § 643,546
LIABILITIES AND FUND BALANCES
Liabilities:
Accrued liabilities $ 22584 $ - $ - $ 22,584
Fund balances, unreserved 247,201 167,644 206,117 620,962
Total liabilities and fund
balances $ 269,785 $ 167644 § 206,117

Amounts reported for governmental activities in the statement of net assets
are different because:

Capital assets used in governmental activities are not financial resources and
therefore are not reported in the funds. 317,956

Internal service funds are used by management to charge costs of fleet management

to individual funds. The assets and liabilities of the internal service funds
are included in governmental activities in the statement of net assets. 110,931

Net assets of governmental activities $ 1,049,849

See notes to the financial statements
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Village of Mattawan

STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCES - Governmental Funds

Year ended June 30, 2004

REVENUES
Taxes
Federal grants
State grants
Fines and forfeitures
Licenses and permits
Interest
Other

Total revenues

EXPENDITURES
Legislative
General government
Public safety
Public works
Community and economic development
Culture and recreation
Capital outlay

Total expenditures

EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES

OTHER FINANCING SOURCES (USES)
Transfers in
Transfers out

Total other financing sources (uses)

NET CHANGE IN FUND BALANCES

FUND BALANCES - BEGINNING OF YEAR

FUND BALANCES - END OF YEAR

Net change in fund balances - total governmental funds

Amounts reported for governmental activities in the statement of activities are different because:

Governmental funds report capital outlays as expenditures. However, in the statement of activities,
the costs of those assets are allocated over their estimated useful lives as depreciation expense.
This is the amount by which capital outlays exceeded depreciation in the current period.

The net expenses of the internal service funds are reported with governmental activities.

Change in net assets of governmental activities

Nonmajor Total
Major governmental governmental

General Street funds funds
$ 221476 $ - $ - $ 221,476
32,388 96,650 - 129,038
200,860 164,668 66,756 432,284
8,702 - - 8,702
9,350 - - 9,350
8,603 1,767 605 10,975
54,677 - 226 54,903
536,056 263,085 67,587 866,728
5,883 - - 5,883
193,250 - - 193,250
323,539 - 1,384 324,923
41,111 225,868 52,761 319,740
8,900 - - 8,900
10,513 - - 10,513
3,830 - - 3,830
587,026 225,868 54,145 867,039
(50,970) 37,217 13,442 (311)
- - 1,108 1,108
(1,108) - - (1,108)
(1,108) - 1,108 -
(52,078) 37,217 14,550 (311)
299,279 130,427 191,567 621,273
$ 247,201 $ 167,644 $ 206,117 $ 620,962
$ (311)
109,539
(55,646)
$ 53582

See notes to the financial statements
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Village of Mattawan .
STATEMENT OF NET ASSETS - Proprietary Funds
June 30, 2004

Governmental
Business-type activities - Enterprise Funds activities
) Internal
Sewer Water Totals Service
ASSETS
Current assets:
Cash _ $ 797637 $ 51,233 § 848870 § 63,082
Cash - restricted for bond retirement 236,790 163,083 399,873 -
Receivables (net): ,
Accounts 69,044 28,491 97,535 -
Connection fees 50,000 - 50,000 -
Due from other funds 35,536 - 35,536 2,334
Total current assets 1,189,007 242,807 1,431,814 65,416
Noncurrent assets:
Restricted cash 422,000 - 422,000 -
Connection fees (net) 1,765,221 - 1,765,221 -
Capital assets (net of depreciation) 8,198,281 1,936,087 10,134,368 837,951
Total noncurrent assets 10,385,502 1,936,087 12,321,589 837,951
Total assets 11,574,509 2,178,894 13,753,403 903,367
LIABILITIES
Current liabilities:
Accounts payable 11,058 - 11,058 -
Accrued expenses 159,790 7,875 167,665 11,800
Due to other funds 393 1,941 2,334 35,536
Customer deposits - 4,396 4,396 -
Bonds payable 77,000 28,000 105,000 7,000
Total current liabilities 248,241 42,212 290,453 54,336
Noncurrent liabilities:
Bonds payable 6,651,000 642,000 7,293,000 736,000
Total liabilities 6,899,241 684,212 7,583,453 790,336
NET ASSETS
investment in capital assets, net of related debt 1,470,281 1,266,087 2,736,368 94,951
Restricted for debt service 2,314,221 163,083 2,477,304 -
Unrestricted 890,766 65,512 956,278 18,080
Total net assets $ 4675268 $ 1,494,682 6,169,950 $ 113,031
Adjustment to reflect the consolidation of internal service fund
balances related to enterprise funds. 2,100
Net assets of business-type activities $ 6,172,050

See notes to the financial statements
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Village of Mattawan

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND
NET ASSETS - Proprietary Funds

Year ended June 30, 2004

Governmental
Business-type activities - Enterprise Funds activities
Internal
Sewer Water Totals Service
OPERATING REVENUES
Charges for services $ 609,951 $ 261,518 §$§ 871469 $ 122,505
Other 3,138 11,100 14,238 -
Total operating revenues 613,089 272,618 885,707 122,505
OPERATING EXPENSES
Public works 219,618 216,133 435,751 -
Depreciation 251,043 78,240 329,283 55,266
Cost of interfund services provided - - - 73,028
Total operating expenses 470,661 294,373 765,034 128,294
OPERATING INCOME (LOSS) 142,428 (21,755) 120,673 (5,789)
NONOPERATING REVENUES (EXPENSES)
Interest income 42,498 3,983 46,481 360
Interest expense (319,580) (34,200) (353,780) (48,117)
Total nonoperating expenses (277,082) (30,217) (307,299) (47,757)
CHANGE IN NET ASSETS (134,654) (51,972) (186,626) (53,546)
TOTAL NET ASSETS - BEGINNING OF YEAR 4,809,922 1,546,654 166,577
TOTAL NET ASSETS - END OF YEAR $ 4675268 $ 1,494,682 $ 113,031
Adjustment to reflect the consolidation of internal service fund
net revenues related to enterprise funds. 2,100
Change in net assets of business-type activities $__(184,526)

See notes to the financial statements
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Village of Mattawan

STATEMENT OF CASH FLOWS - Proprietary Funds

Year ended June 30, 2004

CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers
Payments to suppliers
Payments to employees

Net cash provided by operating activities

CASH FLOWS FROM NONCAPITAL FINANCING
ACTIVITIES
Decrease in due from other funds
Decrease in due to other funds

Net cash provided by (used in) noncapital
financing activities

CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES
Collection of bond draw receivable
Collection of connection fee principal
Acquisition of capital assets
Decrease in due from other funds
Decrease in due to other funds
Decrease in accounts payable
Principal payments on capital debt
Interest payments on capital debt

Net cash used in capital and related
financing activities

CASH FLOWS FROM INVESTING ACTIVITIES
Interest received

NET INCREASE (DECREASE) IN CASH

CASH - BEGINNING OF YEAR
(including $829,749 in restricted accounts)

CASH - END OF YEAR
(including $821,873 in restricted accounts)

Reconciliation of operating income (loss) to
net cash provided by operating activities:
Operating income (loss)
Adjustments to reconcile operating income
(loss) to net cash provided by
operating activities:
Depreciation expense
Changes in assets and liabilities:
Receivables, net
Due from other funds
Accounts payable
Due to other funds

Net cash provided by operating activities

Governmental
Business-type activities - Enterprise Funds activities
Internal
Sewer Water Totals Service

$ 626591 $ 273313 $§ 899,904 § 122,505

(193,470) (207,232) (400,702) (68,451)
(24,397) (24,397) (48,794) (4,577)
408,724 41,684 450,408 49,477

- 29,549 29,549 13,044

- - - (21,231)

- 29,549 29,549 (8,187)

- - - 59,384
61,955 - 61,955 -

- (54,938) (54,938) (13,935)
34,156 - 34,156 -

- - - (34,156)

. . . (38,380)

(73,000) (28,000) (101,000) (6,000)

(321,314) (34,275) (355,589) (36,317)

(298,203) (117,213) (415,416) (69,404)
47,673 3,983 51,656 360

158,194 (41,997) 116,197 (27,754)
1,298,233 256,313 1,554,546 90,836

$ 1456427 $ 214316 $ 1,670,743 § 63,082

$ 142428 $ (21,755) $ 120673 $ (5,789)
251,043 78,240 329,283 55,266
3,126 695 3,821 -
10,376 - 10,376 -
4,355 - 4,355 -
(2,604) (15,496) (18,100) -

$ 408724 $ 41684 $ 450,408 $ 49,477

See notes to the fina
-10-
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Village of Mattawan
STATEMENT OF FIDUCIARY NET ASSETS -Agency Fund

June 30, 2004

ASSETS

Cash $ 930
LIABILITIES

Due to other governmental units $ 930

See noftes to the financial statements
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Village of Mattawan
NOTES TO FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

The accounting policies of the Village of Mattawan, Michigan (the Village), conform to U.S.
generally accepted accounting principles (hereinafter referred to as generally accepted
accounting principles) as applicable to governmental units. The following is a summary of
the significant accounting policies.

a) Reporting entity:

In accordance with generally accepted accounting principles and Governmental Accounting
Standards Board (GASB) Statement No. 14, The Financial Reporting Entity, these financial
statements present the Village. The criteria established by the GASB for determining the
reporting entity includes oversight responsibility, fiscal dependency, and whether the
financial statements would be misleading if data were not included. Based upon the
application of these criteria, there are no other entities for which the Village exercises
oversight responsibility.

b) Government-wide and fund financial statements:

The government-wide financial statements (i.e., the statement of net assets and the
statement of changes in net assets) report information on all of the nonfiduciary activities
of the Village. For the most part, the effect of interfund activity has been removed from
these statements. Governmental activities, normally supported by property taxes and
intergovernmental revenues, are reported separately from business-type activities which
rely to a significant extent on fees and charges for support.

The statement of activities demonstrates the degree to which the direct expenses of a
given function are offset by program revenues. Direct expenses are those that are clearly
identifiable with a specific function. Program revenues include:
(1) charges to customers or applicants who purchase, use, or directly benefit from goods,
services, or privileges provided by a given function; and (2) grants and contributions that
are restricted to meeting the operational or capital requirements of a particular function.
Taxes and other items not properly included among program revenues are reported
instead as general revenues.

Separate financial statements are provided for governmental funds, proprietary funds, and
fiduciary funds, even though the latter are excluded from government-wide financial
statements. Major individual governmental funds and major individual enterprise funds are
reported as separate columns in the fund financial statements.

¢) Measurement focus, basis of accounting, and financial statement presentation:

The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting, as are the proprietary fund and
fiduciary fund financial statements. Revenues are recorded when earned and expenses are
recorded when a liability is incurred, regardless of the timing of related cash flows. Property
taxes are recognized as revenue in the year for which they are levied. Grants and similar
items are recognized as revenues as soon as all eligibility requirements imposed by the
provider have been met.

-12-




Village of Mattawan
NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):

c) Measurement focus, basis of accounting, and financial statement presentation (continued):
Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are
recognized as soon as they are both measurable and available. Revenues are considered
to be available if they are collected within the current period or soon enough thereafter to
pay liabilities of the current period. For this purpose, the Village generally considers
revenues to be available if they are collected within 60 days of the end of the current fiscal
period. Expenditures generally are recorded when a liability is incurred, as under accrual
accounting. However, debt service expenditures, expenditures relating to compensated
absences, and claims and judgments are recorded only when payment is due.

State grants, licenses and permits, charges for services, and interest associated with the
current fiscal period are all considered to be susceptible to accrual and so have been
recognized as revenues of the current fiscal period. All other revenue items are considered
to be measurable only when cash is received by the Village.

The government reports the following major governmental funds:

The General Fund is the Village's primary operating fund. It accounts for all
financial resources of the Village, except those required to be accounted for in
another fund. Revenues are primarily derived from property taxes and state
shared revenue.

The Major Street Fund accounts for the resources of state gas and weight tax
revenues that are restricted for expenditures related to maintaining and
improving the Village’s major streets.

Private-sector standards of accounting issued prior to December 1, 1989, are generally
followed in both the government-wide and proprietary fund financial statements to the
extent that those standards do no conflict with the standards of the Governmental
Accounting Standards Board. Governments also have the option of following subsequent
private sector guidance for their business-type activities and enterprise funds, subject to
the same limitations. The Village has elected not to follow subsequent private-sector
standards.

Amounts reported as program revenues include: (1) charges to customers or applicants
for goods, services, or privileges provided; (2) operating grants and contributions; and
(3) capital grants and contributions, including special assessments. Internally dedicated
resources are reported as general revenue rather than as program revenue. Likewise,
general revenue includes all taxes.
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Village of Mattawan
NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):

¢) Measurement focus, basis of accounting, and financial statement presentation (continued):
Proprietary funds distinguish operating revenues and expenses from nonoperating items.
Operating revenues and expenses generally result from providing services and producing
and delivering goods in connection with a proprietary fund’s principal ongoing operations.
The principal operating revenues of the proprietary funds relate to charges to customers
for sales and services. Operating expenses for proprietary funds include the cost of sales
and services, administrative expenses, and depreciation on capital assets. All revenues
and expenses not meeting this definition are reported as nonoperating revenues and
expenses.

d) Assets, liabilities, and net assets or equity:

i) Bank deposits - Cash and cash equivalents are considered to be cash on hand, demand
deposits, and short-term investments with a maturity of three months or less from the date
of acquisition.

ii) Receivables - In general, outstanding balances between funds are reported as “due
to/from other funds.” Any residual balances outstanding between the governmental
activities and the business-type activities are reported in the government-wide financial
statements as “internal balances.” No allowance for uncollectible accounts has been
recorded as the Village considers all receivables to be fully collectible.

iii) Prepaid items - Certain payments to vendors reflect costs applicable to future fiscal
years and are recorded as prepaid items in both government-wide and fund financial
statements.

iv) Capital assets - Capital assets, which include property, plant, equipment, and
infrastructure assets (e.g., roads, bridges, sidewalks, and similar items), are reported in
the applicable governmental or business-type activities column in the government-wide
financial statements. Capital assets are defined by the government as assets with an initial
individual cost of more than $5,000 and an estimated useful life in excess of two years.
Such assets are recorded at historical cost or estimated historical cost if purchased or
constructed. Donated capital assets are recorded at estimated fair market value at the
date of donation. The Village has elected to use the prospective method of accounting for
infrastructure assets whereby it will capitalize its infrastructure assets as acquired on or
after July 1, 2003, as permitted by GASB No. 34.

Capital assets are depreciated using the straight-line method over the following useful

lives:
Buildings and improvements 10 - 50 years
Equipment 3-20 years
Sewer and Water systems . 50 years
-14-




Village of Mattawan
NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):

d) Assets, liabilities, and net assets or equity (continued):

v) Compensated absences (vacation and sick leave) - It is the Village’s policy to permit
employees to accumulate earned but unused sick and vacation pay benefits. A liability for
unpaid accumulated vacation and sick leave has been recorded for the portion due to
employees upon separation from service with the City. Vested compensated absences are
accrued when earned in the government-wide and proprietary fund financial statements. A
liability for these amounts is reported in governmental funds only for employee
terminations as of year-end.

vi) Fund equity - In the fund financial statements, governmental funds report reservations
of fund balance for amounts that are not available for appropriation or are legally restricted
by outside parties for use for a specific purpose. Designations of fund balance represent
tentative management plans that are subject to change.

NOTE 2 - STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY:

Budgetary information - Annual budgets are adopted on a basis consistent with generally
accepted accounting principles for all governmental funds. The budget document presents
information by fund, function, department, and line-item. The legal level of budgetary
control adopted by the Village Council is the functional level. All annual appropriations
lapse at the end of the fiscal year.

Compliance violations - P.A. 621 of 1978, Section 18(1), as amended, provides that a local
unit shall not incur expenditures in excess of the amount appropriated. For significant
budget variations for major funds, see the budgetary comparison schedules in the required
supplementary information on pages 22 through 24.

NOTE 3 - DEPOSITS:
Following is a reconciliation of the Village’s deposits as of June 30, 2004:

Governmental Business-type Fiduciary

activities activities funds Totals
Financial statements:
Cash $603,258 $ 848,870 $930 $1,453,058
Restricted cash - 821,873 - 821,873
$603,258 $1.670.743 $930 $2,274,931
Notes to financial statements:
Deposits $603,158 $1,670,643 $930 $2,274,731
Cash on hand 100 100 - 200
$603,258 $1,670,743 $930 $2.274,931




Village of Mattawan
NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 3 - DEPOSITS (Continued):

Deposits are carried at cost and are maintained at various financial institutions in the name
of the Village. State statutes and the Village’s investment policy authorize the Village to
make deposits in the accounts of federally-insured banks, credit unions, and savings and
loan associations. The Village's deposits are in accordance with statutory authority. At
June 30, 2004, the Village has deposits with a carrying amount of $2,274,731 and a bank
balance of $2,294,449. Of the bank balance $200,000 is covered by federal depository
insurance, and $2,094,449 is uninsured.

NOTE 4 - RECEIVABLES:

Receivables as of year-end for the Village’s individual major and nonmajor funds, in the
aggregate, are as follows:

General Major Street  Nonmajor Totals

Intergovernmental $66,263 $27.947 $9,160 $103,370
NOTE 5 - CAPITAL ASSETS:

Capital asset activity for the year ended June 30, 2004, was as follows:

Beginning Ending
balance Increases Decreases balance

Governmental activities:
Capital assets not being

depreciated - land $_ 28,000 $__ - $_ - $_ 28,000
Capital assets being depreciated:
Buildings 883,796 12,384 - 896,180
Land improvements 46,800 - - 46,800
Equipment 103,562 1,551 - 105,113
Vehicles 290,845 - - 290,845
Streets - 125,343 - 125,343
Subtotal 1,325,003 139,278 - 1,464,281
Less accumulated depreciation for:
Buildings (42,924) (21,987) - (64,911)
Land improvements (1,638) (2,808) - (4,446)
Equipment (56,728) (8,630) - (65,358)
Vehicles (164,014) (34,511) - (198,525)
Streets ( - ) (3134 - (3.134)
Subtotal (__265,304) ( 71,070) - ( 336,374)
Net capital assets being
depreciated 1,059,699 68,208 - 1,127,907
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Village of Mattawan .

NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 5 - CAPITAL ASSETS (Continueq):

Total capital assets, net

Business-type activities:
Capital assets not being
depreciated - land

Capital assets being depreciated:

Sewer system
Water system

Subtotal
Less accumulated
depreciation for:
Sewer system
Water system
Subtotal

Net capital assets being
depreciated

Total capital assets, net

Depreciation expense was charged to functions of the Village as follows:

Governmental activities:
General government
Public safety
Public works

Depreciation on capital assets of internal service funds

Business-type activities:
Sewer
Water

A7-

Beginning Ending
balance Increases Decreases balance
$.1.087,690 $_68208 $__- $_1,155.907
$ 34,749 - - $ 34,749
9,437,133 - - 9,437,133
2,678,954 54,937 - 2,733,891
12,116,087 54,937 - 12,171,024
987,809 251,043 - 1,238,852
754,313 78,240 - 832,553
1,742,122 329,283 - 2,071,405
10,373,965 (274,346) - 10,099,619
$10,408,714 $(274.346) $_-  $10.134,368

$ 5,687

4,165

5,942

955,266

$_71.070

$251,043

78,240

$329,283

-y



Village of Mattawan
NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 6 - NONCURRENT LIABILITIES:

Noncurrent liabilities at June 30, 2004, is comprised of the following:

Governmental activities:

$750,000 2002 Building Authority bonds - payable in
annual installments ranging from $6,000 to $35,000,
plus interest at 4.75%; final payment due September

2041

Business-type activities:

$_743.000

$755,000 1977 Water Supply System revenue bonds -
payable in annual installments ranging from $25,000 to
$30,000, plus interest at 5%; final payment due January

2016

$ 355,000

$330,000 1996 Water Supply System Junior Lien
revenue bonds - payable in annual instaliments ranging
from $3,000 to $14,000, plus interest at 5% payable; final

payment due July 2036

315,000

$7,000,000 1998 Sanitary Sewer System revenue bonds
- payable in annual installments ranging from $73,000 to
$403,000, plus interest at 4.75%; final payment due July

2037

6.728,000

$7.398,000

a) Long-term liability activity for the year ended June 30, 2004, was as follows:

Beginning

Amounts
Ending  due within

balance Additions Reductions balance one year

Governmental activities:
2002 General obligation

bonds $_749000 $_ -

Business-type activities:

1977 revenue bonds $ 380,000 $ -
1996 revenue bonds 318,000 -
1998 revenue bonds 6,801,000 -

Business-type activities

noncurrent liabilities $7.499,000 $ -

$(_6.000) $_743.000 $__7.000

$(25,000) $ 355,000 $ 25,000
(3,000) 315,000 3,000
(73,000) 6,728,000 77,000

$(101,000) $7,398,000 $105,000
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Village of Mattawan
NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 6 - NONCURRENT LIABILITIES (Continued):
b) Debt service requirements at June 30, 2004, were as follows:

Govemmental activities Business-type activities

Principal Interest Principal Interest
Year ended June 30:

2005 $ 7,000 $ 35126 $ 105,000 $ 350,669
2006 7,000 34,794 115,000 345,349
2007 7,000 34,461 119,000 339,706
2008 7,000 34,129 124,000 333,850
2009 7,000 33,796 130,000 327,821
2010 - 2014 45,000 162,996 734,000 1,538,012
2015 - 2019 58,000 151,003 812,000 1,348,996
2020 - 2024 78,000 134,853 958,000 1,143,490
2025 - 2029 108,000 113,050 1,221,000 885,068
2030 - 2034 142,000 83,268 1,558,000 556,200
2035 - 2039 172,000 45,601 1,522,000 145,546

2040 - 2044 105,000 7,481 - -
Totals $743,000 $870,558 $7,398.000 $7.314,707

NOTE 7 - RESTRICTED CASH - RELATED TO DEBT:

As a condition of individual debt issues, the Village is required to maintain certain separate
cash reserves. At June 30, 2004, all required reserves have been properly funded and are
as follows:

1977 Water Supply System revenue bonds:

Principal and interest redemption account $ 10,700
Bond reserve account ' 46,750
Funded depreciation account 65,308

1996 Water Supply System Junior Lien revenue bonds:
Principal and interest redemption account 18,825
Bond reserve account 21,500

1998 Sewer Supply System revenue bonds:

Principal and interest redemption account 236,790
Bond reserve account 422,000
Total restricted cash $821,873
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Village of Mattawan
NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 8 - INTERFUND RECEIVABLES, PAYABLES, AND TRANSFERS:

At June 30, 2004, the composition of interfund balances, as reported in the fund financial
statements, is as follows:

Fund Receivables Fund Payables
Sewer $35,536 DPW Building and Equipment  $35.536
DPW Building Sewer $ 393

and Equipment $_2334 Water 1,941

$.2334

In 2002, the Sewer Fund, an enterprise fund, advanced $86,810 to the DPW Building and
Equipment Fund, an internal service fund, to finance the acquisition of a dump truck. The
advance will be repaid in annual installments of $18,303 that include interest at 2%, through
2006.

A summary of interfund transfers for the year ended June 30, 2004, is as follows:
Fund Transfer In Fund Transfer Out

Local Street $1,108 General $1.108

In 2004, a transfer was used to move available unrestricted funds from the General Fund to
the Local Street Fund for operating purposes.

NOTE 9 - RISK MANAGEMENT:

The Village is exposed to various risks of loss to general liability, property and casualty,
workers’ compensation, and employee health and medical claims. The risks of loss arising
from general liability up to $2,000,000, building contents, workers’ compensation, employee
medical, and casualty are managed through purchased commercial insurance. For all risks
of loss, there have been no significant reductions in insurance coverage from coverage
provided in prior years. Also, in the past three years, settlements did not exceed insurance
coverage.

NOTE 10 - CONSTRUCTION CODE ACT:

A summary of construction code enforcement transactions for the year ended June 30,
2004, is as follows:

Permit revenues $1,801
Inspection expenses ( 758)
Excess of revenues over expenses $1,043
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Village of Mattawan
NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 11 - DEFINED CONTRIBUTION PENSION PLAN:

On October 1, 1996, the Village adopted a defined contribution pension plan, specifically
referred to as the Village of Mattawan Employee Retirement Plan (the Plan). In a defined
contribution plan, benefits depend solely on amounts contributed to the plan, plus
investment earnings. Full-time employees are eligible to participate after satisfactorily
completing the required probationary period of 90 days of employment. The Village
contributes 3% of each qualified employee's earnings to the Plan. Qualified employees are
required to contribute 3% of their earnings as a condition of participation in the Plan.

The Village’s contributions for each employee (and interest allocated to the employee’s
account) are fully vested after five years of continuous service. Village contributions for,
and interest forfeited by employees who leave employment before five years of service,
are used to reduce the Village’s current period contribution requirements. The Village is
not a trustee of the Plan, nor is the Village responsible for investment management of plan
assets. Michigan State statute assigns the authority to establish and amend benefit
provisions to the Village Council.

The Village and the Plan participants each made their required contributions in the amount
of $6,448 for the year ended June 30, 2004.

NOTE 12 - CHANGE IN ACCOUNTING PRINCIPLES:

Effective July 1, 2003, the Village implemented a new financial reporting model, as required by
the provisions of GASB Statement No. 34, Basic Financial Statements - and Management’s
Discussion and Analysis - for State and Local Governments, along with all related statements
and interpretations. In connection with the implementation of this statement, the following
adjustments to beginning net assets have been made to reflect the cumulative effect of this
accounting change in the governmental funds:

Net assets, as previously reported
(General and special revenue funds) $621,273

Capitalization of capital assets, net of accumulated

depreciation, not previously reported 208,417
Net assets of the internal service funds are included
in governmental activities in the statement of net assets 166,577
Net assets, as restated $996,267
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Village of Mattawan

BUDGETARY COMPARISON SCHEDULE - General Fund

Year ended June 30, 2004

REVENUES
Property taxes
Federal grant
State grants
Fines and forfeitures
Licenses and permits
Interest
Other

Total revenues

EXPENDITURES
Legislative - Village Council

General government:
Administration
Elections
Clerk
Treasurer
Village hall

Total general government
Public safety:
Police
Inspections
Total public safety
Public works:
Public works department

Street lighting
Other

Total public works

Variance
Original Amended favorable
Budget Budget Actual (unfavorable)
$ 210075 $ 217,300 $ 221476 §$ 4,176
26,000 36,000 32,388 (3,612)
234,500 203,883 200,860 (3,023)
13,500 15,000 8,702 (6,298)
19,100 6,432 9,350 2,918
8,500 8,000 8,603 603
5,500 52,068 54,677 2,609
517,175 538,683 536,056 (2,627)
4,950 4,950 5,883 (933)
94,950 125,040 128,660 (3,620)
2,800 2,800 1,231 1,569
32,400 33,900 32,518 1,382
2,525 2,150 154 1,996
28,850 29,350 30,687 (1,337)
161,525 193,240 193,250 (10)
344,485 338,200 322,781 15,419
13,000 1,000 758 242
357,485 339,200 323,639 15,661
39,500 32,661 25,812 6,849
16,000 16,000 14,792 1,208
550 550 507 43
56,050 49,211 41,111 8,100
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Village of Mattawan
BUDGETARY COMPARISON SCHEDULE - General Fund (Continued)
Year ended June 30, 2004

Variance
Original Amended favorable
Budget Budget Actual (unfavorable)
EXPENDITURES (Continued)
Culture and recreation $ 9,000 $§ 12491 $§ 10513 § 1,978
Community and economic development:
Planning Commission 6,640 6,640 6,880 (240)
Economic development - - 2,020 (2,020)
Total community and
economic development 6,640 6,640 8,900 (2,260)
Capital outlay 49,500 10,600 3,830 6,770
Total expenditures 645,150 616,332 587,026 29,306
DEFICIENCY OF REVENUES
OVER EXPENDITURES (127,975) (77,649) (50,970) 26,679
OTHER FINANCING USES
Transfer out - - (1,108) (1,108)
DEFICIENCY OF REVENUES
OVER EXPENDITURES
OTHER USES (127,975) (77,649) (52,078) 25,571
FUND BALANCE -
BEGINNING OF YEAR 299,279 299,279 299,279 -
FUND BALANCE - END OF YEAR $ 171,304 $ 221630 $ 247,201 § 25,571
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Village of Mattawan

BUDGETARY COMPARISON SCHEDULE - Major Street Fund

Year ended June 30, 2004

REVENUES
Federal grant
State grants
Interest

Total revenues

EXPENDITURES
Public works:

Construction

Routine maintenance
Winter maintenance
Traffic service
Administration

Total expenditures

EXCESS (DEFICIENCY) OF
REVENUES OVER EXPENDITURES

FUND BALANCE -
BEGINNING OF YEAR

FUND BALANCE - END OF YEAR

Variance
Original Amended favorable
Budget Budget Actual (unfavorable)
$ - $ - $ 96650 $ 96,650
150,000 150,000 164,668 14,668
2,000 2,000 1,767 (233)
152,000 152,000 263,085 111,085
108,900 108,900 134,744 (25,844)
47,850 47,850 44,263 3,587
20,750 20,750 31,832 (11,082)
1,000 1,000 3,063 (2,063)
16,100 16,100 11,966 4,134
194,600 194,600 225,868 (31,268)
(42,600) (42,600) 37,217 79,817
130,427 130,427 130,427 -
$ 87827 $ 87827 $ 167,644 $ (79,817)
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Village of Mattawan
COMBINING BALANCE SHEET - Nonmajor Governmental Funds
June 30, 2004

Total
Special Revenue nonmajor

Local Justice Metro governmental

Street Forfeiture Training Act funds

ASSETS

Cash $ 179566 §$ 332 § 2,506 $ 11,633 § 196,957
Due from other governmental units 9,160 - - - 9,160
Total assets $ 188,726 $ 3,352 § 2506 $ 11,633 § 206,117

LIABILITIES AND FUND EQUITY
Fund balance:
Unreserved $ 188,726 §$ 3,352 2506 §$ 11,633 § 206,117
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Village of Mattawan

COMBINING STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCES - Nonmajor Governmental Funds

Year ended June 30, 2004

Total
Special Revenue nonmajor
Local Drug Justice governmental
Street Forfeitures Training funds
REVENUES
State grants $ 53900 $ - 1,327 $ 66,756
Interest 582 19 - 605
Other - 226 - 226
Total revenues 54,482 245 1,327 67,587
EXPENDITURES
Public safety - 11 1,373 1,384
Public works 52,761 - - 52,761
Total expenditures 52,761 11 1,373 54,145
EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES 1,721 234 (46) 13,442
OTHER FINANCING SOURCES
Transfer in 1,108 - - 1,108
EXCESS (DEFICIENCY) OF REVENUES
AND OTHER SOURCES
OVER EXPENDITURES 2,829 234 (46) 14,550
FUND BALANCE - BEGINNING OF YEAR 185,897 3,118 2,652 191,567
FUND BALANCE - END OF YEAR $ 188,726 § 3,352 2,506 $ 206,117




Village of Mattawan

COMBINING STATEMENT OF NET ASSETS - Internal service funds

June 30, 2004

ASSETS

Current assets:
Cash
Due from other funds

Total current assels

Noncurrent assets:
Capital assets (net of depreciation)

Total assets
LIABILITIES
Current liabilities:
Accrued interest payable
Due to other funds
Bonds payable

Total current liabilities

Noncurrent liabilities:
Bonds payable

Total liabilities
NET ASSETS
Invested in capital assets, net of related debt

Unrestricted (deficit)

Total net assets

DPW Police
Building and Motor
Equipment Pool Totals
$ 37,166 $ 25,916 $ 63,082
2,334 - 2,334
39,500 25,916 65,416
823,701 14,250 837,951
863,201 40,166 903,367
11,800 - 11,800
35,536 - 35,536
7,000 - 7,000
54,336 - 54,336
736,000 - 736,000
790,336 - 790,336
80,701 14,250 94,951
(7,836) 25,916 18,080
$ 72,865 $ 40,166 $ 113,031
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Village of Mattawan

COMBINING STATEMENT OF REVENUES, EXPENSES, AND
CHANGES IN FUND NET ASSETS - Internal service funds
Year ended June 30, 2004

DPW Police
Building and Motor
Equipment Pool Totals
OPERATING REVENUES
Charges for services:
Building and equipment rentals $ 110,005 $ 12,500 $ 122,505
OPERATING EXPENSES
Repairs and maintenance:
Equipment 45,160 15,826 60,986
DPW Building 12,042 - 12,042
Depreciation 46,964 8,302 55,266
Total operating expenses 104,166 24,128 128,294
OPERATING INCOME (LOSS) 5,839 (11,628) (5,789)
NONOPERATING REVENUES (EXPENSES)
Interest income 216 144 360
Interest expense (48,117) - (48,117)
Total nonoperating revenues
(expenses) (47,901) 144 (47,757)
CHANGE IN NET ASSETS (42,062) (11,484) (53,546)
TOTAL NET ASSETS - BEGINNING OF YEAR 114,927 51,650 166,577
TOTAL NET ASSETS - END OF YEAR $ 72,865 $ 40,166 $ 113,031
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Village of Mattawan

COMBINING STATEMENT OF CASH FLOWS - Internal service funds

Year ended June 30, 2004

CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from interfund services provided
Payments to suppliers
Payments to employees

Net cash provided by (used in) operating activities

CASH FLOWS FROM NONCAPITAL FINANCING
ACTIVITIES
Decrease in due from other funds
Decrease in due to other funds

Net cash used in noncapital financing activities

CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES
Proceeds from issuance of bonds
Acquisition of capital assets
Decrease in due to other funds
Decrease in accounts payable
Principal payments on capital debt
Interest payments on capital debt

Net cash used in capital and related financing activities

CASH FLOWS FROM INVESTING ACTIVITIES
Interest received

NET DECREASE IN CASH

CASH - BEGINNING OF YEAR
CASH - END OF YEAR

Reconciliation of operating income (loss) to net
cash provided by (used in) operating activities:
Operating income (loss)
Adjustments to reconcile operating income (loss)
to net cash provided by (used in)
operating activities:
Depreciation

Net cash provided by (used in) operating activities
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DPW Police
Building and Motor
Equipment Pool Totals

$ 110,005 $ 12500 $ 122,505
(52,833) (15,618) (68,451)
(4,369) (208) (4,577)

52,803 (3,326) 49,477

13,044 - 13,044
(21,231) - (21,231)
(8,187) - (8,187)

59,384 - 59,384
(13,935) - (13,935)
(34,156) (34,156)
(38,380) - (38,380)
(6,000) - (6,000)
(36,317) - (36,317)
(69,404) - (69,404)

216 144 360
(24,572) (3,182) (27,754)

61,738 29,098 90,836

$ 37,166 $ 25916 $ 63,082
$ 5839 $ (11628) $ (5,789)

46,964 8,302 55,266

$ 52803 $§ (3,326) $ 49,477
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Village of Mattawan
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
Year ended June 30, 2004

Federal grantor/pass-through Federal CFDA
grantor/program title number

U.S. Department of Agriculture:
Community Facilities Loans 10.766

U.S. Department of Justice:
School Resource Officer 16.710

NOTES: 1) The schedule of expenditures of federal awards is prepared on the accrual basis of

accounting.

2) Federal expenditures include a loan payable to the U.S. Department of Agriculture in the

amount of $743,000.
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expenditures

$743,000

32,388

$715.388



Village of Mattawan
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year ended June 30, 2004

A. SUMMARY OF AUDIT RESULTS

1.

The auditors’ report expresses an unqualified opinion on the financial statements of Village of
Mattawan.

No reportable conditions were identified during the audit of the financial statements.

No instances of noncompliance material to the financial statements of Village of Mattawan were
disclosed during the audit.

No reportable conditions were identified during the audit of the major federal award program.

The auditors’ report on compliance for the major federal award program for Village of Mattawan
expresses an unqualified opinion.

Audit findings relative to the major federal award program for Village of Mattawan are reported in Part
C of this schedule.

The program tested as a major program follows:

Federal agency Program name CFDA #

U.S. Department of Agriculture Community Facilities Loans 10.766
The threshold for distinguishing Types A and B programs was $300,000.
Village of Mattawan was determined to be a low-risk auditee.
FINDINGS - FINANCIAL STATEMENTS AUDIT
NONE
FINDINGS AND QUESTIONED COSTS - MAJOR FEDERAL AWARD PROGRAM AUDIT

NONE
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE AND ON INTERNAL
CONTROL OVER FINANCIAL REPORTING BASED ON AN AUDIT OF GENERAL
PURPOSE FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

Village Council
Village of Mattawan, Michigan

We have audited the financial statements of Village of Mattawan, Michigan (the Village), as of
and for the year ended June 30, 2004, and have issued our report thereon dated September
17, 2003. We conducted our audit in accordance with U.S. generally accepted auditing
standards and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States.

Compliance
As part of obtaining reasonable assurance about whether the Village’s statements are free

of material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts, and grants, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit and,
accordingly, we do not express such an opinion. The results of our tests disclosed no
instances of noncompliance that are required to be reported under Government Auditing
Standards.

Internal control over financial reporting

In planning and performing our audit, we considered the Village’s internal control over
financial reporting in order to determine our auditing procedures for the purpose of
expressing our opinion on the financial statements and not to provide assurance on the
internal control over financial reporting. Our consideration of the internal control over
financial reporting would not necessarily disclose all matters in the internal control over
financial reporting that might be material weaknesses. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not
reduce to a relatively low level, the risk that misstatements in amounts that would be
material in relation to the financial statements being audited may occur and not be detected
within a timely period by employees in the normal course of performing their assigned
functions. We noted no matters involving the internal control over financial reporting and its
operation that we consider to be material weaknesses.

This report is intended for the information of management, federal awarding agencies, and
pass-through entities and is not intended to be, and should not be, used by anyone other
than these specified parties.

A, &«Ml/’.c.

December 6, 2004
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR PROGRAM AND INTERNAL CONTROL OVER
COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133 AND SCHEDULE OF
EXPENDITURES OF FEDERAL AWARDS

Village Council
Village of Mattawan

Compliance
We have audited the compliance of Village of Mattawan, Michigan (the Village), with the

types of compliance requirements described in the U.S. Office of Management and Budget
(OMB) Circular A-133 Compliance Supplement that are applicable to its major federal
program for the year ended June 30, 2004. The Village’s major federal program is its
Community Facilities Loan Program. Compliance with the requirements of laws, regulations,
contracts, and grants applicable to its major federal program is the responsibility of the
Village’s management. Our responsibility is to express an opinion on the Village’s
compliance based on our audit.

We conducted our audit of compliance in accordance with U.S. generally accepted auditing
standards, the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States, and OMB Circular A-133,
Audits of States, Local Governments, and Non-Profit Organizations. Those standards and
OMB Circular A-133 require that we plan and perform the audit to obtain reasonable
assurance about whether noncompliance with the types of compliance requirements
referred to above that could have a direct and material effect on a major federal program
occurred. An audit includes examining, on a test basis, evidence about the Village’s
compliance with those requirements and performing such other procedures as we
considered necessary in the circumstances. We believe that our audit provides a reasonable
basis for our opinion. Our audit does not provide a legal determination on the Village’s
compliance with those requirements.

In our opinion, the Village complied, in all material respects, with the requirements referred
to above that are applicable to its major federal program for the year ended June 30, 2004.

Internal control over compliance

The management of the Village is responsible for establishing and maintaining effective
internal control over compliance with requirements of laws, regulations, contracts, and
grants applicable to federal programs. In planning and performing our audit, we considered
the Village’s internal control over compliance with requirements that could have a direct and
material effect on a major federal program in order to determine our auditing procedures for
the purpose of expressing our opinion on compliance and to test and report on internal
control over compliance in accordance with OMB Circular A-133.
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR PROGRAM AND INTERNAL CONTROL OVER
COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133 AND SCHEDULE OF
EXPENDITURES OF FEDERAL AWARDS (Continued)

Our consideration of the internal control over compliance would not necessarily disclose all
matters in the internal control that might be material weaknesses. A material weakness is a
condition in which the design or operation of one or more of the internal control
components does not reduce to a relatively low level, the risk that noncompliance with
applicable requirements of laws, regulations, contracts, and grants that would be material in
relation to a major federal program being audited may occur and not be detected within a
timely period by employees in the normal course of performing their assigned functions. We
noted no matters involving the internal control over compliance and its operations that we
consider to be a material weakness.

This report is intended for the information of management, federal awarding agencies, and
pass-through entities and is not intended to be, and should not be, used by anyone other

than these specified parties.
46724;1/ Cortart P

December 6, 2004
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